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Abstract 
Based on an analysis on the change of agricultural policy ’s effect in the period of 1963-2002 in Republic of Korea, 
this article proves that traditional way of agriculture-supporting, such as building up the agricultural infrastructure, 
mechanizing agriculture, will lose its remarkable effect as time goes by. Furthermore, people in this age pay more 
attention to safety, health and environmental friendliness of the agricultural produce they consume than the quantity 
of those they can consume. There is a huge potential market for the environment -friendly agricultural productions. So, 
when governments set policies on agriculture, they should think more about changing the model and contents of 
agriculture-support policies to help to develop environment-friendly agriculture. 
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Introduction 
Industrialization is the inevitable process of modernization. In terms of earning power, growth rate and 
stability, the traditional agriculture is 2-3% lower than those of the second and third industries. So in the 
earlier stages of industrializat ion almost every country develops the second and third industries prior to 
the first industry - agriculture. In  the process of manufacture-oriented modernization, the agricultural 
policies have always been subordinate to the development of the second and third industries, and 
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agriculture has always been sacrificed in most countries, especially in the developing countries. Thus, 
policy and investment supports are needed for the agriculture when industries are almost industrialized in 
a country. Another reason for supporting and protecting agriculture and rural communit ies is that they are 
necessary for food security, traditional culture preservation and all its Non-Trade Concerns. However, in 
the open-market era, protecting a country's agriculture by tariff and non-tariff barriers against overseas 
farm products is almost impossible, so, improving the productivity and international competitive ness of 
agriculture will be the main target of its agricultural policy. But traditional way of agricu lture-supporting, 
such as building up the agricu ltural infrastructure, mechanizing agriculture, will lose its remarkable effect 
as time goes by. On the other hand, more and more people begin to care about the quality of the 
agricultural product they consume more than how much  they consume. So  the way  which a country 
supports its agriculture should change to develop the environment-friendly  agricu lture in modern t imes in 
order to meet people’s needs. In this article we will use the case of Republic o f Korea to prove the change 
of the effect of different agricultural policies in different stages of development. 
2. The Agriculture-supporting Policies in Republic of Korea 
In the process of industrialization in Korea which began in 1960s, the policies on ag riculture have 
always focused on the stable and increasing supply of foodstuffs and price stabilization of agricultural 
products. The main agricultural policies implemented to improve its productivity in Republic of Korea 
were geared toward mechanizing agriculture, upbringing agricultural human powers and enterprises, 
developing and disseminating agricultural techniques, and building up the agricultural infrastructure that 
included Large-scale Comprehensive Agricultural Development Project, Agricultural Water Development 
Project, Farmland Re-plotting Project, Agricultural Facilities Operation & Maintenance Pro ject, and 
Farmland consolidation/Drainage Improvement Project and so on.[1] 
3. Econometric Analysis of the Change of the Agricultural Policy’s Effect in Republic of Korea 
3.1 Econometric analysis model 
In order to analysis the effect which  Republic of Korea’s agricu ltural policies brought to its agriculture 
development, this article chooses Cobb-Douglas production function which is much used to analyze the 
input-output relationship. The general model of Cobb-Douglas production function can be expressed as 
the following equation. 
                                                                                                                                 (1) 
For the convenience of calculation, we rewrite the equation (1) in natural logarithm. It also can be 
expressed as 
                                                                                                    (2) 
Here, y represents gross output vale of agriculture,  represents the input of factor k,  represents 
constant term; ; regression coefficient; m, numerals of factors input and H, residual error. 
In fact, equation (2) is a Multiple Linear Regression function with gross output vale being its 
dependent variable and the factors input being its independent variables. 
To study the relations between growth of gross agricultural production and the agriculture -support 
policies in Korea, We use the gross agricultural production as the dependent variable, the treasury loans 
and investments for building up the agricultural in frastructure, mechanizat ion of agricu lture, researching 
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and spreading the agricultural techniques as three independent variables of agricu lture -support policies, 
cultivated acreage and agricultural labours of each year as the regular variable for the production function. 
If we use SOC, FSGAM, RESEARCH, CULTIAREA, LABOR to represent the 5 independent variables 
mentioned above separately, equation (2) also can be expressed as  
                                     (3) 
Equation (3) is the right econometric analysis model that we will use to analysis the effect which the 
agricultural policies used in Republic of Korea brought to its agriculture development. 
3.2 Data and its source 
All the data about Republic of Korea we  have used in this art icle were gathered in  the period o f 1963-
2002. The specific source of the data is as the follows. 
 
3.2.1 Gross agricultural production in Republic of Korea  
 
The gross agricultural production we used here includes all the value of crop farming, animal 
husbandry, forestry and fisheries . The original data are from the “Statistical Yearbooks of Agriculture and 
Forestry”, published by Korea Ministry of Agriculture and Forestry . [2] If the data of the same year are 
different in different yearbooks, we choose the latest published ones. 
 
3.2.2 Cultivated acreage of Republic of Korea 
 
Cult ivated acreage is the sum acreage of dry land and paddy field. The data are from the “Elementary 
Statistics of Agriculture” and “Statistical Yearbooks of Agricu lture and Forestry” which were published 
by Korea Ministry of Agriculture and Forestry. The cultivated acreage of Republic of Korea reached its 
peak in 1968, 2,319,776ha. After 1968, with the processing of industrializat ion, the cultivated acreage of 
Republic of Korea has been reduced year after year. [3] 
 
3.2.3 Agricultural labours of Republic of Korea 
 
The agricultural labours used in this article are referring to the people working in rural area who are  
over 15 years old. The data are also quoted from statistics of Korea Ministry of Agriculture and Forestry. 
 
3.2.4 The treasury loans and investments for building up the agricultural infrastructure in Republic of 
Korea 
 
The projects for building up the agricultural infras tructure in Republic of Korea include Large-scale 
Comprehensive Agricultural Development Project, Agricultural Water Development Pro ject, Farmland 
Re-p lotting Project, Agricultural Facilit ies Operation & Maintenance Project, and Farmland 
consolidation/Drainage Improvement Pro ject and so on. The data we used in this art icle are  the sum of all 
the funds input in the up projects. The source of the data are from “45 years’ History of Developing of 
Agricultural infrastructures in Korea” published by Korea Minist ry of Agriculture[4] and Forestry in 1992 
and the “Statistical Yearbook of Land and Water Development for Agriculture” published by Korea 
Agriculture & Rural Infrastructure Corporation and Korea Ministry of Agriculture and Forestry [5]. 
 
3.2.5 Support for mechanization of agriculture in Republic of Korea 
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The data of support for mechanizat ion of agriculture are the sum of financial aids for mechanization of 
agriculture released by the central and local governments. All the data are cited from the “Yearbook of 
Agricultural Machinery” published by Korea Agricultural Machinery Industry Cooperative . [6] 
 
3.2.6 Support for researching and spreading the agricultural techniques in Republic of Korea  
 
The data of financial aids for researching and spreading the agricultural techniques we used are the 
sum of funds for public undertakings used for researching and spreading the agricu ltural techniques. It 
mainly includes the general account, the special account for economic development, the special account 
for farming and fishing villages restructuring, the special account for running of the responsible 
administrative structure, the special account for financial loans and the special account for national 
property management. All the orig inal data are from the “40 Years’ History of Rural Development of 
Korea” published by Rural Development Administration of Republic of Korea . [7] 
3.3 The result of regression analysis 
In order to verifying the relat ions between agricultural policies and gross agricultural production in 
Republic of Korea in  different period, we d ivided the whole period (1963-2002) into two stages by the 
year of 1994. Because the domestic market of agricu ltural products of Republic of Korea began to be 
opened to the foreigners in  1995. We put the data of 1963-1994, 1995-2002 and  1963-2002 separately 
into the model and used the SPSS program to calculate the regression coefficients. 
 
3.3.1 The correlativity between the dependent variable and the independent variables  
 
We can see from table 1, that there is a signif icance correlat ion between the dependent variable and all 
the independent variables of equation (3) in the periods of 1963-2002 and 1963-1994, especially the 3 
variables representing the agriculture-support policies. It means the regression coefficients can be 
calculated in the periods. But in the period of 1995-2002, the correlat ion between the dependent variable 
and the 3 variab les representing the agriculture-support policies is non-significant. It means there is no 
multiple linear regression models exists between them. 
 
Table 1. Correlation between the dependent variable and all the independent variables of equation (3) 
 
variables Ln(y) 
periods 1963-2002 1963-1994 1995-2002 
Ln(CULTIAREA) -0.744 -0.688 -0.650 
Ln(LABOR) -0.769 -0.673 -0.734 
Ln(SOC) 0.989 0.989 0.059 
Ln(FSGAM) 0.985 0.983 -0.353 
Ln(RESEARCH) 0.964 0.983 0.604 
Note: The correlation coefficient is significant in the level of 0.01  
  
3.3.2 The result of regression analysis 
 
We put all the data into the SPSS12.0 program and get the result as follows. 
 
Table 2. The result of multiple linear regression analysis  
 
periods 1963-2002 1963-1994 1995-2002 
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Significance level of the model 0.000 0.000 0.319 
Regression 
coefficient  
constant term 30.945˄18.877˅ 68.672˄14.656˅ - 
Ln(CULTIAREA) -2.091˄1.265˅ -5.099˄1.002˅ - 
Ln(LABOR) 0.345˄0.288˅ 0.934˄0.218˅ - 
Ln(SOC) 0.465˄0.129˅ 0.475˄0.097˅ - 
Ln(FSGAM) 0.244˄0.052˅ 5.904E-02˄0.045˅ - 
Ln(RESEARCH) -8.2E-02˄0.169˅ 0.250˄0.143˅ - 
total -1.119 -3.3896 - 
R2 0.990 0.995 - 
Note: () is the standard error. 
 
Using the result in table 2, we can get two multiple linear regression equations as the follows. 
 
ln(Y)=30.945-2.091×ln(CULTIAREA)+0.345×ln(LABOR)+0.465×ln(SOC)  
+0.244×ln(FSGAM)-0.082×ln(RESEARCH)+H                                                                            ˄4˅ 
 
ln(Y)=68.672-5.099×ln(CULTIAREA)+0.934×ln(LABOR)+0.475×ln(SOC)  
+0.05904×ln(FSGAM)+0.250×ln(RESEARCH)+H                                                                        ˄5˅ 
 
Equation (4) is based on the data in period of 1963-2002 and equation (5) is based on the data in the 
period of 1963-1994. 
3.4 Evaluation of regression analysis 
Based on the result of regression analysis , we can conclude that in  the early stage of agricultural 
development, the treasury loans and investments for building up th e agricultural infrastructure and 
mechanization o f agriculture had a palpable effect on its development. However, after the construction of 
agricultural infrastructure and mechanizat ion of agriculture were well advanced, they didn't have as much 
effect as before. In this stage the government should have framed other active policies to encourage 
further development of agriculture. 
After analyzing the agricultural policies of Korea, we came up with some suggestions for overcoming 
the limitations of the present agricultural policies of Korea. First, for the future agriculture-support 
policies, the government should shift its price-support policy to offering government services and direct 
payment to farmers, and substitute the tariff and non tariff barriers for foreign farm products with policies 
to increase the international competitiveness of home farm products. Second, the government should 
reform the structure of treasury loans and investments for agricu lture and find an effective way suitable 
for the stage of agricultural development, such as increasing the investment to improve agricultural 
techniques and reform the agricultural structure. Third, it also should find a more efficient support system 
and a proper way to operate the agricultural investments. Fourth, to successfully reform the construction 
of agriculture and attract more young labours to agriculture, the government should pay more attention to 
the welfare of farmers. Fifth, the government should offer more services and supports to disseminate the 
informat ion on agricultural techniques and the production and distribution of agricu ltural products. Sixth, 
there should be more support for fulfilling the Non-Trade Concerns of agriculture. 
4. Conclusion 
Through the above analysis on the case of Republic of Korea, we know that traditional agriculture-
support policies may help agricultural industry develop fast when a country ’s gross agricultural 
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production is at a low level. But when the agricultural infrastructure and mechanizat ion of agricu lture 
reached a high level and the agricultural techniques for increasing production are well popularized, it  will 
be hard for tradit ional agriculture-support policies to show its remarkable result. Furthermore, people in 
this age pay more attention to the safety, health and environmental friendliness of the agricultural 
production they consume than the quantity of those they can consume. There is a huge potential market 
for the environment-friendly  agricu ltural products. And the environment-friendly agricultural products 
have advantages in price compared with other agricultural products. The control of environmental 
pollution and climate change also need the mode of more environment-friendly agricultural production. 
So, when governments set policies on agriculture, they should think more about changing the model and 
contents of agriculture-support policies to help to develop environment-friendly agriculture. For example, 
governments ought to make policies which support building a distribution network for environment -
friendly agricultural productions, constructing organic fertilizer factories, developing and popularizing 
environment-friendly agricultural techniques .  
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